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THE  CRUX  OF  THE  RAILROAD 
PRORLEM. 


Address  by  Francis  H.  Sisson,  Vice-President  of  the  Guaranty 
Trust  Company,  of  New  York,  at  the  Annual  Meeting  of  The 
Society  of  Railway  Financial  Officers,  New  York  City,  Thurs- 
day, October  16th,  1919. 

Many  plans  and  theories  have  been  advanced  recently  as  pos- 
sible solutions  for  the  most  vital  of  all  problems  before  the  Am- 
erican people,  namely,  the  high  cost  of  living.  The  sanest  of 
these  have  quite  properly  emphasized  the  absolute  necessity  for 
greater  production  as  the  only  real  remedy  for  soaring  prices, 
but  only  a few  have  called  attention  to  the  corollary  of  increased 
production — adequate  distribution,  without  which  greater  pro- 
ductivity would  be  useless  in  our  highly  organized  civilization. 
Were  the  people  of  this  country  more  keenly  alive  to  the 
importance  of  that  factor  in  the  cost  of  living  problem  there 
would  be  a wider  spread  and  more  intelligent  interest  in  the 
ultimate  disposition  of  the  railroads,  the  principal  means  of 
inland  distribution. 

Sometimes  forgetfulness  is  a blessing,  particularly  after  a 
cataclysm  such  as  the  world  has  just  experienced,  and  which 
has  left  deep,  painful  wounds.  But  forgetfulness  may  also  be 
a curse,  and  occasionally  a very  bitter,  costly  one.  It  is  due 
to  that  human  frailty,  faulty  memory,  perhaps,  that  so  few 
of  us  now  recall  the  breakdown  of  our  transportation  system 
in  the  Winter  of  1917,  shortly  after  the  Government  assumed 
control  of  the  railroads.  Some  of  us,  however,  will  remember 
the  heatless  days  when  the  thermometer  registered  13  degrees 
below  zero  here,  and  will  shudder  in  retrospect  at  the  grave 
possibilities  which  that  crisis  held  for  the  impairment  of  the 
country’s  economic  welfare  and  the  health  of  the  nation. 

Those  persons  who  had  the  object  lesson  of  such  an  experi- 
ence indelibly  impressed  upon  their  memories  are  not  lacking 
in  due  appreciation  of  the  vast  importance  of  transportation 
to-day  in  preserving  life  itself.  They  do  not  need  to  learn  the 
necessity  for  maintaining  our  arteries  of  distribution  in  sound 
condition.  They  understand  the  relationship  that  exists 
between  the  cost  of  living  and  transportation,  and,  conse- 
quently, of  the  imperative  need  for  devising  a plan  for  the  return 
of  the  railroads  to  their  owners  which  will  permit  not  only 
adequate  maintenance  of  the  carriers,  but  also  needed  exten- 
sions and  improvements  of  the  roads. 
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TIME  IS  SHORT. 

There  must  be  no  more  delay  in  arriving  at  a practicable, 
satisfactory  plan.  Further  procrastination  is  dangerous.  I do 
not  advocate  precipitate  action,  for  that  too  often  means 
imprudent  action,  but  I wish  to  emphasize  the  fact  that  less 
than  three  months  remain  for  devising  ways  and  means  of 
carrying  out  the  President’s  promise  to  return  the  railroads  to 
their  owners  by  the  end  of  the  current  year. 

There  is,  however,  a far  greater  consideration  than  that 
involved  in  the  situation — the  country’s  welfare — which  over- 
shadows all  other  interests.  Every  one  has  agreed  that 
economic  conditions  generally  must  be  stabilized  as  soon  as 
possible  in  order  to  allay  the  dangerous  unrest  which  is  threat- 
ening our  prosperity,  if  not  also  the  very  foundations  of  our 
democratic  form  of  government.  But  this  cannot  be  accom- 
plished until  the  railroad  question  is  satisfactorily  answered. 
As  long  as  the  transportation  situation  is  unsettled,  there  will 
inevitably  be  unsettled  economic  conditions  in  this  country, 
for  the  railroads  constitute  the  backbone  of  our  economic 
state.  If  the  railroads  are  weak  and  inefficient,  our  whole 
system  of  production  and  distribution  suffers  accordingly.  It 
is  absolutely  essential  that  our  railroads  be  stimulated  to 
render  the  best  possible  service  and  to  expand,  and,  also,  to 
keep  ahead  of  the  industrial  growth  of  the  country,  for  other- 
wise industry  will  be  strangled  by  the  breakdown  of  trans- 
portation. It  is  necessary,  too,  that  we  have  adequate  inland 
transportation,  if  we  are  to  hold  our  place  in  world  trade  and 
successfully  compete  for  new  markets  now  and  in  the  immediate 
future. 

THE  CRUX  OF  THE  PROBLEM. 

The  railroads,  however,  cannot  freely  develop  and  keep 
abreast  of  the  growing  needs  of  the  country  unless  capital 
invested  in  the  railroads  is  allowed  to  earn  a fair  reward  for 
efficient  service.  That,  in  fact,  is  the  crux  of  the  problem,  and 
must  be  recognized  as  such  by  Congress  and  the  public,  if 
the  return  of  the  railroads  is  to  be  effected  upon  a satisfactory 
basis  for  the  welfare  of  the  nation. 

I shall  not  attempt  here  to  discuss  that  which  may  be  the 
concern  of  any  special  interest  or  class  in  the  railroad  situation, 
but  shall  endeavor  to  confine  myself  to  those  features  of  the 
problem  which  are  paramount  in  any  consideration  of  the  all- 
important  interest,  namely,  the  welfare  of  the  country  as  a 
whole.  If  that  interest  is  properly  safeguarded,  all  lesser  in- 
terests will  be  protected  in  the  degree  that  they  merit.  The 
railroad  issue  is  a national  issue.  It  is,  or  should  be,  the  con- 
cern of  every  citizen,  for  individual  prosperity  is  contingent 
upon  collective  prosperity,  and  collective  prosperity  is  de- 
pendent upon  efficient  and  sufficient  transportation  facilities.  ■ 
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GOVERNMENT  CONTROL  A HEAVY 
FINANCIAL  RURDEN. 

There  is  growing  agitation  for  reduced  taxation  as  a means 
to  lower  the  cost  of  living,  but  it  is  curious  that  in  this  con- 
nection little  thought,  apparently,  has  been  given  by  the 
public  to  one  of  the  important  causes  of  heavy  taxation, 
Government  control  of  the  railroads.  The  Eastern  carriers, 
for  instance,  earned  in  the  first  eight  months  of  this  year 
$114,000,000,  as  compared  with  a standard  return,  guaranteed 
by  the  Government,  of  $231,000,000.  In  other  words,  the 
Government  must  pay  the  difference,  which  amounts  to 
$117,000,000.  The  earnings  of  the  Southern  roads  during  the 
same  period  totaled  $50,000,000,  as  compared  with  a standard 
return  of  $89,000,000,  making  a deficit  of  $39,000,000  for  the 
Government.  The  earnings  of  the  Western  roads  in  the  first 
eight  months  of  1919  amounted  to  $163,000,000,  or  $79,000,000 
less  than  the  guaranteed  return.  The  grand  total  of  the 
deficit  of  the  three  groups  from  the  first  of  the  year  until  the 
end  of  August  was  $235,000,000,  which  must  come  out  of  the 
taxpayers’  pockets.  The  total  operating  deficit  of  the  roads 
under  Government  control  at  the  end  of  the  calendar  year  is 
conservatively  estimated  as  likely  to  be  not  less  than 
$300,000,000,  while  the  total  deficit  for  the  two  years  of  Gov- 
ernment operation  promises  to  be  not  less  than  $500,000,000. 

In  addition  to  the  very  personal  interest  which  every  tax- 
payer should  take  in  seeing  that  this  heavy  drain  upon  the 
national  treasury  is  stopped  as  soon  as  possible  through  Con- 
gressional action  making  practicable  the  President’s  avowed 
intention  of  returning  the  roads  to  their  owners  by  the  end 
of  the  year,  every  citizen  should  realize  from  this  deplorable 
state  of  railroad  finances  that  unless  proper  provision  is  made 
for  resuscitating  their  credit  the  roads  will  face  bankruptcy 
and  our  whole  transportation  system  will  inevitably  break 
down.  Strangled  private  operation  would  be  no  better  than 
Government  control,  and  would  surely  lead  to  Government 
ownership,  with  more  and  greater  deficits  to  be  met  by  taxation. 

One  of  the  closest  and  wisest  students  of  railroad  affairs  has 
aptly  declared: — 

“Nothing  is  more  injurious  to  commerce  than  the  in- 
adequate transportation  furnished  by  a road  on  thin  ice 
financially  from  month  to  month  and  year  to  year;  and 
nothing  is  more  unpalatable  to  the  investor  than  cycles 
of  receiverships,  entailing,  as  they  always  do,  a scaling  of 
mortgage  bonds,  the  payment  of  large  fees  to  reorganiza- 
tion committees  and  lawyers,  and  of  the  necessary  com- 
missions to  bankers  for  placing  new  securities.” 
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RAILROAD  CREDIT  AT  FOUNDATION  OF 

ALL  CREDIT. 

A very  large  part  of  the  savings  of  the  people  of  this  country 
are  invested  in  railroads,  directly  through  ownership  of  stocks 
and  bonds  and  indirectly  through  the  investments  of  savings 
banks  and  insurance  companies.  Railroad  credit,  in  fact,  is 
at  the  foundation  of  all  American  credit;  and  railroad  credit 
can  be  maintained  only  by  allowing  the  railroads  living  rates 
out  of  which  a fair  return  can  be  paid  on  the  investment.  At 
present  the  return  on  property  investment  derived  from  earn- 
ings of  the  controlled  roads  bids  fair  to  be  only  about  three 
per  cent.,  which  is  not  only  far  from  fair,  but  actually  a starva- 
tion rate. 

Railroad  transportation  is  now  one  of  the  cheapest  things 
that  can  be  bought,  because  the  prices  of  all  other  things  have 
increased  much  more,  but  with  an  advance  in  rates  to  enable 
the  railroads  to  earn  their  own  living,  railroad  transportation 
will  be  exchanged  for  a greater  quantity  of  basic  commodities 
than  in  former  years. 

The  rapid  industrial  development  of  this  country  has  been 
largely  due  to  low  railroad  rates,  stimulating  the  free  movement 
of  raw  materials  and  finished  products  over  long  distances 
throughout  the  country.  Our  rates  are  the  lowest  of  any  of 
the  great  countries  of  the  world,  and  are  a comparatively  small 
factor  in  the  general  cost  of  production.  Yet,  there  need  be 
no  fear  of  materially  increasing  the  cost  of  living  by  allowing 
railroad  capital  a living  wage,  for  increases  in  freight  rates 
have  but  a slight  effect  on  the  general  cost  of  living,  as  com- 
pared with  other  factors.  But  if  adequate  rates  are  not  granted 
and  the  railroads  are  brought  to  the  verge  of  bankruptcy, 
with  the  impaired  service  which  such  a plight  would  neces- 
sarily entail,  the  cost  of  living  would  inevitably  mount  to  still 
higher  figures,  because  increased  production — the  only  way 
prevailing  prices  can  be  reduced — would  be  impossible,  due  to 
decreased  distribution  facilities  for  raw  materials;  and  even  if 
possible,  by  virtue  of  some  miracle,  it  would  be  in  vain,  owing 
to  the  lack  of  sufficient  means  for  distributing  additional 
products. 

ADEQUATE  MAINTENANCE  NECESSARY. 

Furthermore,  the  carriers  must  be  permitted  to  earn  enough 
to  maintain  themselves  in  proper  physical  condition.  During 
the  period  of  Government  control  they  have  been  under- 
maintained,  largely  as  a result  of  the  war.  In  the  pre-war 
period  normal  rail  purchases  by  the  railroad  companies  con- 
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sumed  3,000,000  tons  of  steel,  and,  including  steel  track 
material,  railroad  consumption  of  steel  was  not  far  from 
4,000,000  tons  annually.  But  to  catch  up  with  their  main- 
tenance requirements,  according  to  one  authority,  the  roads 
need  5,000,000  tons  of  steel  for  rails  alone. 

The  cost  of  bringing  up  track  maintenance  in  the  matter  of 
ties,  is  estimated  at  even  a larger  sum  than  that  required  to 
purchase  rails  and  other  track  equipment  steel.  If  to  these 
two  items  is  added  the  cost  of  labor  for  laying  track,  it  appears 
that  the  railroad  owners,  when  their  lines  are  returned  to 
them,  are  likely  to  be  saddled  with  a track  maintenance  deficit 
of  a third  of  a billion  dollars.  Whether  or  not  it  will  be  possible 
to  collect  this  money  from  the  Government  is  a question. 
That  skimped  maintenance  represents  an  addition  to  the 
deficit  from  operation  shown  by  Railroad  Administration 
statements  is  beyond  question. 

In  the  matter  of  motive  power  and  rolling  stock,  the  situa- 
tion appears  rather  better.  The  railroads  now  have  a surplus 
of  engines  and  cars.  But  because  of  the  looser  inspection 
system  under  Government  operation,  and  because  the  per- 
centage of  cars  on  the  owning  lines  is  far  smaller  than  it  was 
under  private  management,  the  condition  of  rolling  stock 
generally  has  greatly  run  down,  and  the  life  of  the  cars  short- 
ened materially  by  failure  to  make  repairs  as  soon  as  they  were 
needed. 

The  normal  capital  requirements  of  the  railroads  before  the 
war  for  necessary  expansion  of  facilities  were  about  $500,000,000 
a year,  but,  with  labor  and  prices  up  approximately  100  per 
cent.,  the  railroads  ought  to  spend  for  the  next  few  years  at 
least  $1,000,000,000  a year  on  necessary  additions  and  better- 
ments to  keep  abreast  of  the  country. 

AFFECTS  PROSPERITY  OF  ALL  RUSINESS. 

It  should  be  borne  in  mind,  also,  that  orders  for  new  equip- 
ment mean  more  business  for  scores  of  industries.  So,  as  the 
railroads  prosper,  business  generally  prospers,  and,  conse- 
quently, no  business  man  can  allow  the  railroads  to  be  injured 
permanently  without  also  endangering  his  own  interests. 

Besides  being  permitted  to  maintain  themselves  in  an  efficient 
manner,  the  railroads  must  also  be  allowed  to  extend  their 
services  as  the  country  and  its  industry  develop.  There  are 
vast  undeveloped  resources  in  the  United  States,  which  can- 
not be  exploited  without  adequate  transportation  facilities. 
When  they  are  ultimately  made  available  for  use,  untold  billions 
of  dollars  will  be  added  to  our  national  wealth. 
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HUNDREDS  OF  MILLIONS  OF  NEW 
CAPITAL  NEEDED. 

It  is  plain,  therefore,  that  in  the  next  few  years  hundreds  of 
millions  of  dollars  will  have  to  be  invested  in  the  railroads,  and 
most  of  these  millions  must  come  from  the  savings  of  the 
people,  which  can  be  attracted  to  such  investment  only  on  the 
basis  of  public  confidence  in  the  stability  of  railway  earnings. 

We  should  not  forget,  in  this  connection,  that  the  railroads 
will  have  to  bid  for  those  millions  in  keen  competition  with 
many  other  borrowers  who  will  be  able  and  eager  to  pay 
attractive  interest  rates.  All  the  world  urgently  needs  Amer- 
ican capital,  and  as  has  wisely  been  observed  “investors  need 
not,  and  will  not,  be  mendicants  for  the  privilege  of  serving 
the  public.”  In  other  words,  the  credit  of  the  railroads  must 
be  restored  through  enlarged  earning  powers  sufficient  to 
enable  railway  securities  to  take  rank  with  the  best  in  the 
American  market. 

We  should  remember  that  the  country  has  reached  its 
present  commanding  position  in  world  industry  and  com- 
merce because  of  our  American  system  of  rewards  for  efficiency 
and  success,  and  penalties  for  inefficiency  and  failure.  This 
has  been  true  with  the  railroads  as  with  all  other  industries. 
If  we  are  to  expect  our  railroads  in  the  future  adequately  to 
perform  their  full  service  to  the  country,  they  must  have  the 
stimulus  of  reward  for  work  well  done.  Railroad  development 
will  be  checked  and  the  spur  to  achievement  will  be  destroyed 
if  railroads  that  efficiently  serve  their  communities  are 
arbitrarily  deprived  of  the  fruits  of  their  work. 

TAKE  THE  RAILROADS  OUT  OF  POLITICS. 

I do  not  advocate  the  removal  of  public  regulation  of  rail- 
road operation  and  finances,  for  I believe  that  such  regulation  is 
necessary  to  conserve  and  protect  public  interests.  But  the 
first  essential  of  regulation  is  that  it  shall  be  unified  and  made 
efficient  by  the  National  Government.  We  cannot  have  free 
railway  development  with  conflicting  regulations  by  the 
Federal  and  State  Governments. 

Sound  railway  legislation  will  take  the  railways  out  of 
politics,  just  as  the  banking  legislation  of  1913  took  the  bank- 
ing question  out  of  politics.  This  is  a non-partisan  issue  in 
which  all  citizens  have  a common  interest.  It  is  not  a class 
problem,  a problem  for  labor,  for  shipper,  or  for  investor  to 
solve.  It  is  the  people’s  problem,  and  if  the  nation  would 
reduce  the  high  cost  of  living,  stabilize  economic  conditions, 
and  preserve  the  prosperity  of  the  country,  it  must  wake  up  to 
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that  vital  fact  and  permit  the  railroads  to  earn  rates  which 
will  rehabilitate  the  credit  of  the  roads  and  command  the 
amount  of  new  capital  urgently  needed. 

THE  CHALLENGE  OF  SOCIALISM. 

There  is  another  great  danger  threatening  the  railroads  and 
the  country  to  which  the  American  public  must  also  awake, 
and  that  is  the  proposal  of  the  Railroad  Brotherhoods  to  nation- 
alize the  railroads.  In  that  proposal,  socialism,  for  the  first 
time  in  our  history,  seriously  throws  down  the  gauge  of  battle 
nationally  and  demands  a trial  at  arms.  This  challenge,  in 
itself  of  far-reaching  importance,  in  the  attempt  it  makes  to 
control  the  great  service  of  transportation,  is  of  much  greater 
significance  in  the  definite  threat  that  success  in  this  field  will 
be  followed  by  efforts  to  secure  the  nationalization  of  all  in- 
dustry, or,  in  other  words,  a complete  socialistic  state. 

The  time  has  come  for  the  citizens  of  this  country,  its  busi- 
ness men  and  its  laborers,  its  property  owners  and  its  workers, 
seriously  to  face  the  issue  presented,  if  they  are  not  to  see 
their  interests  ruined  and  their  property  confiscated  by  eco- 
nomic experiments  and  social  hysteria  which  seem  to  fill  the 
air.  Not  since  the  free  silver  fallacy  arose  to  threaten  Amer- 
ican business  and  progress  has  so  dangerous  a menace  threat- 
ened our  prosperity. 

This  bold  effort  to  take  possession  of  one  of  the  nation’s 
basic  and  most  vital  industries  for  the  benefit  of  a single  class, 
and  to  the  assured  detriment  of  all  others,  frankly  discloses  the 
wide  spread  of  socialistic  thought  in  this  country  and  the 
danger  to  American  institutions  which  it  implies. 

It  is  inconceivable  that,  if  the  American  people  as  a whole 
really  understood  the  elements  in  the  problem  presented,  there 
could  be  any  doubt  about  their  solving  it.  The  most  ordinary 
common-sense,  awakened  self-interest,  and  knowledge  of 
human  nature  and  human  experience  should  quickly  repudiate 
the  fallacies  inherent  in  the  proposed  Plumb  plan.  The  danger 
is  that  public  thought  will  not  be  quickened  to  the  situation, 
and,  through  lack  of  understanding  and  organization,  legis- 
lation may  be  forced  through  Congress  by  means  of  organized 
political  pressure,  backed  by  abundant  funds  for  propaganda 
and  lobbying,  which  will  work  irreparable  mischief  before  the 
public  is  aroused  to  the  peril. 

INTERESTS  OF  ALL  CLASSES  INVOLVED. 

Every  element  in  the  body  politic  has  a stake  in  this  situa- 
tion. The  man  with  money  and  the  man  without  it  are  equally 
concerned,  and  the  great  middle  class,  which  constitutes  the 
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majority,  has  its  all  involved.  Even  the  railroad  worker,  him- 
self, while  he  would  undoubtedly  profit  temporarily  by  control 
of  these  properties,  would,  in  the  long  run,  be  injured  because 
of  the  assured  failure  of  the  plan  and  the  economic  chaos  which 
would  follow  the  working  out  of  this  program. 

It  is  impossible  here  to  cover  the  many  fallacies  involved  in 
the  present  proposal,  but  some  may  be  mentioned  by  way  of 
illustration. 

Perhaps  no  fallacy  is  more  glaring  than  that  which  proposes 
that  the  Government  purchase  the  railroads  through  the  issu- 
ance to  the  public  of  four  per  cent,  bonds,  when  it  should  be 
perfectly  obvious  to  any  student  of  finance  that  this  would  be 
both  legally  and  physically  impossible.  In  the  first  place,  the 
Government  could  not  float  a bond  issue  which  would  cover 
the  purchase  of  the  railroads  at  four  per  cent.,  or  near  that 
rate.  Only  under  the  tremendous  pressure  of  war  necessity 
were  we  able  to  float  our  last  loan  at  four  and  three-fourths 
per  cent.  For  such  a purpose  as  this  a higher  rate  would  be 
demanded,  and  even  at  a higher  rate  it  is  doubtful  if  the  gen- 
eral public  would  buy  in  great  volume  a security  based  upon 
such  an  experiment. 

WALL  STREET  AS  MIDDLEMAN. 

The  Brotherhood  leaders  seem  to  rest  under  the  general 
false  impression  that  Wall  Street  owns  the  railroads  and  fur- 
nishes the  money  for  them.  This  is  true  only  to  the  extent 
that  Wall  Street  acts  as  the  middleman  in  this  situation.  The 
railroads  are  owned,  not  by  Wall  Street,  but  by  the  millions  of 
stockholders,  bondholders,  savings  bank  depositors,  life  insur- 
ance policy-holders,  &c.,  to  whom  railroad  securities  have 
been  distributed.  Wall  Street  does  not  fix  the  rate  for  money; 
that  is  fixed  by  economic  conditions,  and  security  offerings  are 
based  upon  the  price  at  which  the  public  will  absorb  them — 
and  that  law  would  operate  just  as  surely  if  the  Government 
were  undertaking  the  financial  burden. 

By  what  process  could  the  holders  of  railroad  securities  based 
upon  mortgages  today  be  compelled  to  exchange  these  holdings 
or  suffer  their  confiscation?  Indeed,  what  right  would  the 
trustees  of  fiduciary  institutions  have  to  permit  such  sacrifices? 
It  is  absolutely  certain  that  the  Government  would  not  have 
either  the  power  or  the  right  to  work  out  any  such  financial 
program. 

FAILURE  OF  SOCIALISTIC  ENTERPRISE. 

We  are  assured  that  great  economies  in  operation,  which 
would  accrue  to  the  public  benefit,  would  be  effected  by  this 
plan.  To  sustain  this  bold  assertion  there  is  no  proof  what- 
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ever;  in  fact,  the  whole  record  of  socialistic  enterprise  and  of 
Government  direction  of  industry  is  that  expense  and  in- 
efficiency both  increase  in  marked  degree.  Nowhere  has  this 
been  more  pointedly  illustrated  than  in  the  record  of  our  rail- 
roads themselves  under  Government  direction.  The  whole 
record  of  public  ownership  in  this  country  and  throughout  the 
world  has  proved  clearly  that  it  does  not  promote  either  econ- 
omy or  efficiency,  and,  further,  that  it  carries  with  it  political 
dangers  of  serious  importance,  which  have  bred  far-reaching 
troubles.  That  the  disastrous  experiences  of  other  countries 
in  this  field  would  be  repeated  in  our  own  somewhat  loose- 
jointed  democracy  is  absolutely  certain. 

Such  a venture  on  our  part  into  the  field  of  radical  socialism 
could  bring  only  industrial  and  financial  disaster,  which  would 
set  this  country  back  many  years,  and  if,  on  a basis  of  their 
success  in  securing  control  of  transportation,  the  socialists 
should  proceed  further  in  their  program  of  nationalizing 
industry,  business  chaos  would  be  assured  and  another  Russian 
cataclysm  would  impend. 

CLASS  RULE  AND  CLASS  PROFITEERING. 

Stripped  of  all  its  fine  phrases  and  socialistic  rhetoric,  the 
Plumb  plan  is  simply  a scheme  for  a class  rule  and  class  profi- 
teering. It  provides  for  government  of  transportation  of,  by 
and  for  the  Railroad  Brotherhoods.  There  is  no  modest 
restraint  of  profit-sharing  in  the  plan,  because  it  turns  these 
properties  over  to  the  employees  on  a practically  perpetual 
lease  under  a scheme  of  control  in  which  they  fix  the  return 
to  themselves  through  their  power  over  wages,  and  under  this 
lease  they  accept  no  risk  of  the  business  whatever.  That  is  to 
be  borne  entirely  by  the  Government,  or,  stated  more  fairly,  by 
the  public.  There  is  no  provision  for  securing  a fair  rental  for 
the  property,  no  effective  control  of  rates  by  public  authority, 
and  the  control  over  wages  lies  in  the  hands  of  a board  that  the 
employees  would  directly  control  by  a two-thirds  majority, 
and  completely  control  by  reason  of  political  influence. 

What  the  consequence  may  be  of  this  class  control  over 
transportation  is  foreshadowed  by  the  already  liberal  increase 
which  labor  has  secured  through  Government  control  of  rail- 
roads, and  the  large  additional  advances  labor  is  now  seeking. 
Since  1915  railroad  labor  has  averaged  a wage  increase  of  more 
than  85  per  cent.;  more  than  $1,000,000,000  has  been  added 
to  the  wage-roll  under  Government  direction,  and  demands 
now  lie  before  the  Government  authorities  for  increases  aggre- 
gating $800,000,000  more. 

From  the  broad  standpoint  of  public  interest  it  seems  so 
obvious  as  to  be  beyond  argument  that  the  control  of  this 
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great  service  of  transportation  should  remain  in  the  hands  of 
the  public  and  not  be  delegated  to  any  selfish  class.  That 
mistakes  have  been  made  under  previous  systems  of  control, 
or  lack  of  control,  constitutes  no  proper  argument  for  attempt- 
ing this  radical  departure  from  the  assured  bounds  of  experi- 
ence. 

ONLY  WAY  SOLUTION  GAN  BE  WORKED 

OUT. 

The  railroad  situation  today  presents  many  real  problems, 
but  these  problems  cannot  be  solved  properly  in  the  interests 
of  any  class  or  under  threat  and  force.  Only  patient  and 
fair-minded  study,  from  the  viewpoint  solely  of  the  general 
interest,  can  bring  a proper  solution.  The  securing  of  that 
solution  is  just  as  vital  to  the  Railroad  Brotherhoods  and  to 
labor  generally  as  to  any  other  interest  involved,  for  after  all 
they  are  all  citizens  of  the  United  States,  and  only  as  the 
United  States  prospers  as  a whole  can  they  long  prosper.  Con- 
tinued prosperity  can  be  based  only  upon  sound  economic  and 
political  principles,  and  any  venture  into  other  fields  must 
bring  disaster  to  all  concerned. 

The  struggle  is  on  between  democracy  and  socialism.  In 
spite  of  its  shortcomings,  we  have  developed  in  this  country  a 
system  under  which  its  people  have  enjoyed  the  greatest 
prosperity  of  any  people  in  the  world’s  history.  Today  all 
the  world  turns  to  us  for  help,  and  if  we  jeopardize  not  only 
our  own  powers  of  service  but  also  our  own  national  future 
by  departing  so  radically  from  the  system  which  has  made 
us  great,  we  will  be  recreant  to  both  our  duty  and  our  oppor- 
tunity. Individual  freedom  and  the  incentive  to  success, 
which  have  built  this  country,  cannot  be  forsaken  without  pull- 
ing down  over  our  own  heads  the  structure  we  have  so  proudly 
reared.  It  seems  unthinkable  that  such  a possibility  could 
even  be  discussed,  and  yet  here  it  faces  us,  not  only  a possi- 
bility but  a probability,  unless  the  intelligence  of  the  country 
is  aroused  to  meet  it. 

On  this  question  of  Government  ownership  of  railroads  we 
stand  today  in  the  first  line  trenches  for  the  protection  of  the 
private  ownership  of  all  property.  If  this  position  is  lost, 
the  whole  line  will  be  seriously  threatened.  Men  who  believe 
in  American  institutions,  in  property  rights,  in  orderly  Gov- 
ernment, must  line  up  in  opposition  to  this  attack,  or  live  to 
regret  the  day  of  their  unpreparedness. 
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